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SUBJ: PETROLEUM: ADA NEGOTIATIONS WITH GOE 
REF: STATE 163717 

1. SUMMARY: ADA REPRESENTATIVE BASTIDAS AND LOCAL LEGAL 
REPRESENTATIVE DR. CARLOS JIMENEZ SALAZAR CALLED ON AMBASSADOR 
JULY 30 TO BRING HIM UP TO DATE ON RECENT DEVELOPMENTS ADA 
CASE. THEY SAID ADA HAD AGREED TAKE PART NEW BIDDING FOR 
ANNULLED CONCESSION ONLY ON CONDITION IT RESERVE ALL RIGHTS 
RELATED PREVIOUS INVESTMENT AND WORK AND THAT IT BE PAID IN 
CASH VALUE PREVIOUS INVESTMENT BY ANY OUTSIDE BIDDER WHO WON 
BID PRIOR SIGNING CONTRACT. CABINET WAS DISCUSSING BASIS 

NEW BIDDING THE SAME DAY. THERE IS SOME HIGH LEVEL OPPOSITION 
TO ADA CONDITIONS. BASTIDAS DID NOT ASK EMBASSY ASSISTANCE 
AT THE TIME SAYING IT WOULD BE COUNTER-PRODUCTIVE. CABINET 
DID NOT CONCLUDE ITS REVIEW NEW BIDDING BASIS AND WILL MEET 
AGAIN AUGUST 1 FOR THIS PURPOSE. END SUMMARY. 

2. IN JULY 30 CALL ON AMBASSADOR, ADA REPRESENTATIVE 
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RODRIGO BASTIDAS AND LOCAL LEGAL ADVISOR JIMENEZ OUTLINED 
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RECENT HISTORY ANNULLED ADA CONTRACT FOR GAS EXPLORATION 
IN THE GULF OF GUAYAQUIL. EARLY THIS YEAR, BASTIDAS 
SAID, ADA GROUP AND MINISTRY NATURAL RESOURCES HAD 
AGREED TO NEW CONTRACT MORE FAVORABLE TO ECUADOR. OWING 
POLITICAL OPPOSITION TO RENEWED DIRECT DEALINGS WITH ADA, 

GOE LATER DECIDED, AND ON JUNE 1 1 INFORMED MR. BASTIDAS, 

THAT CONCESSION AREA WAS TO BE RE-OPENED FOR NEW BIDS. 

ADA AGREED TO BID ON CONDITION ALL ITS RIGHTS RELATED 
TO PREVIOUS INVESTMENT AND FORMER WORK BE RESERVED AND THAT 
IF COMPANY OUTSIDE ADA GROUP WON BID, IT WOULD PAY ADA 
APPROXIMATELY $26 MILLION IN CASH FOR ALL ITS INVESTMENTS 
AND ASSETS IN ECUADOR IN ADVANCE OF SIGNED CONTRACT WITH 
GOE. 

3. MINISTER OF NATURAL RESOURCES JARRIN AND CEPE OFFICIALS, 
ACCORDING TO BASTIDAS, HAD ACCEPTED THESE ADA RESERVATIONS 
AS LEGITIMATE. HOWEVER, BASTIDAS AND JIMENEZ SAID THREE 
OPPONENTS TO ADA RESERVATIONS WERE MINISTER OF GOVERNMENT 
POVEDA, FINMIN MONCAYO AND ATTORNEY GENERAL OF NATION 
KAROL YS. ONE REASON FOR OPPOSITION THAT BASTIDAS HAS HEARD 
IS THAT CONDITION ON PRIOR DEPOSIT OF FUNDS IN THE U.S. 

WOULD BE "DAMAGING TO ECUADOR'S DIGNITY." 

4. THE NEW ADA CONTRACT AGREED TO EARLIER IN YEAR BUT NOT 
SIGNED GAVE CEPE 25 PERCENT PARTICIPATION AND INCREASED GOE TAKE 
FROM PRODUCTION. MANY OF ELEMENTS OF THIS UNSIGNED CON- 
TRACT FORM BASIS FOR NEW BIDDING AS PRESENTED TO CABINET 

JULY 30. 

5. IN EVENT ISSUE TURNS AGAINST ADA IT HAS ONE IMPORTANT 
CARD LEFT TO PLAY AND THAT IS ITS OWNERSHIP OF TECHNICAL 
STUDIES WHICH WOULD BE INDISPENSABLE TO ANY OUTSIDE BIDDER. 

ADA ALSO IN POSITION TO TIE UP LEGALLY ANY OUTSIDE WINNING 
BIDDER TO THOSE RESERVED RIGHTS TO THE CONCESSION. BASTIDAS DID 
NOT ASK FOR ANY ACTION NOW BY THE DEPARTMENT OF STATE OR EMBASSY 
SAYING IT COULD WELL BE COUNTER-PRODUCTIVE. 

6. QUITO PRESS JULY 31 REPORTS THAT CABINET DID NOT MAKE 
FINAL APPROVAL OF BSIS FOR NEW BIDDING AS PRESENTED BY 
CEPE. AFTER FURTHER STUDY BY COMMISSION TO INCLUDE CEPE 
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DIRECTORS, MINISTER OF GOVERNMENT AND FOREIGN MINISTER, ON 
POINTS OF OPPOSITION TO NEW BIDDING PROPOSAL, CABINET IS 
TO MEET AUGUST 1 TO MAKE "FINAL APPROVAL." 

7. COMMENT: IT IS UNFORTUNATE THAT MINISTER OF GOVERNMENT 
WHO IS KNOWN TO BE IN OPPOSITION TO ADA RESERVATIONS IS ON 
THIS COMMITTEE. HE WAS NAMED BECAUSE IN CABINET HE IS 
"CHIEF OF INTERNAL AFFAIRS" IN SAME WAY THAT FONMIN IS 
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"CHIEF OF EXTERNAL AFFAIRS." BECAUSE OF LONG HISTORY OF 
STUDY AND RE-STUDY OF THIS CASE, IT IS QUITE POSSIBLE CABINET 
WILL NOT MAKE A DETERMINATION THIS WEEK. 

BREWSTER 
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